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Latin ZAmerican civil aviation is of stratepic, rolitical end sconomic

faportance to the U° nationsl security,

In the event of = major emerzency, the letin iserican clvil sir fleet
could substantielly imcrease the nilitary e2irlift carabilities of the weste
ern fdemisvhere. Ii could also serve as a ready vehicle for iwmediste GCw
cess lo streteyic rav materials wnich wdght be reguired by the U from
Latin imerica in lime of war.
folitical lmvortapce

The exchange of sirline services betusan the U3 and iatin snerice over
Internationel route: constitutes ¢ -otentisl ..esnsy of sustaining the gene
eraliy cordisl relatisng axisting between iaiin Awericsn eountrios and the

e The rresent orientetion of Latin Americen civil aviption towarsd the

Ui, noreover, furthers the aceeptsnce 'y -atin Averican countries, in their
negotintiong with other goveraments, »7 formulae Tor intersationsl sir ae

rreereats vhich embody baele yrincirles te shich the U closely sdhsres,

Latin American eivil avistion is of econsmic farertance to the U Lo
cause 1t provides s wediux for the inwesiment of U carital and a direct

narket for [emanufactured aircreft snd sviation equipment, orsover, ‘o
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SECRT
cause the latin ﬁwi.ean grea is notably defieient in good surface trense
portetion, an expanding netvork of f?ﬁjmstie ond intsrnational sirlines
facilifstes most US commergdisl sctivities in Latin America., U5 interests
in the ares are slso henefited by the stebilising influence vhich increas~
ingly sdequate internal sir transport operations exercise on the domesgtlc
economies of the Latin Americen countries.

Civil sviation, morecver, 1s an importent factor in internetionsl

trade relstionships involving Latin Amarice, leing e rroducer of forelgn

axchange,

£Y

«««««

|NSERT
Exayer Develornent

irier to Werld war YT eivil air trensport in Latin America vas de-
veloped, financed and controllad to a large extent by Suropean snd Yorth
American intevestd, Tt wes perticularly auacant;.::“’za to Porelsn evelop=
sent because of the financial and technical inghility of most Latin Aver-
josn countries o develor their own sir services, Jeck of adequate surfece
transpert, moreover, led Letls American countries to encourase development
of air transport. As & result, forelin interesis (rrinciraliy lermen tnd
U3) estehlished, overstasd, and ccntiolled relatively extensive alr setworks

under liberal conesssions, The sapsbility of various naticnal interests

in South Americs tc yrovide donestic alr services greduslly incressed,
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The development of Latin Ameriean civil swiation has beenm substantielly

sffeated by the variable power relationships between Latin Amsrioa, and other

Lo 2 ™
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however, with the result that by the outbreak of orld sar II a trend wes

perceptible towsrd the orogressive restriction of privileges snjoved by

forelgn aviation interests,

with the ovthresk of the "uropean war
in 1939 and the subsequent military victories of the Axie, the extensive
venetration of Latin American civil aviation by Cermen-flag end German~—
controlled airlines {vhich together flew three million miles in 1940 over
27,00C reute miles ithroughout Jouth Arverice) hecame s nource of increasing
contern to the U3, Itelian trensatlantic services, furthermore, extended
from Roms to stal, tlo de Janeiro and Buenos Aires. ﬂennﬁguently, the
U3 end varicus lLatin Anerican goverumenis cocpernted ie effect the gradual
elimination of all Axis influsnce from Letin Americen sviation, 7This uss
accomplished through the rrogressive renlscement of Axis alr services
elther ﬁi%ﬁ 0% eirlines diveetly or with native aervice§ oparated by Ud-
triined f;ight and grovnd personsel and baecked Ly U7 finsncial ald and
technicsl asslstande.

ig a resull of these nessures and the discontimustien of air services
in latin dmerica by other _(uropeen interests, together with the close vare
time colle“oration betwesn the 'S snd latin Avericen governments, the U3,

at the close of the var, enjoysd a virtual monmopoly of foreign inmfluence
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over lalin Aserican aviatien,

Teigtin American collaboration

in eviation matters, hmi;ituﬁd arly in the war, hes included the training
of pilots, ;ﬁﬂ;hﬂﬁiﬂa, instructors, engineers and hish=level adninisirative
officers, sz vell as technical guidance, US civil zir missions have also
unist.d in sstablishing \am! developing stendardized aelr traffic control
and operationsl proesdures and have provided technical adviee on mvigu»
tienal alds, rsdio communications, meteorological installetions and meine
tenance requireme:ts, “oreover, the U’ has advised certain istin American
nationa regarding the prmlgauoﬁ of modern civil aviastion regulations,
This assigstance, together with the USezponszored wartize iirport Developnment

Prmam’laid the foundation for the rapid expansion of lLatin American sir-

line eperstions,

111,

The end of world War II initisted & period of ra-id and -ontinuing

exransion of national-flag snd tmi,,n airline operations in lLatin Americs,
lfwua..{, nm LQ-Z\,.L W% M«(bgﬂ&t %5#&
As @ result of having purchased relatively modern sircraft from U.

rostuar suzpluz stocka/ at low cost, Latin Lmericen schesuled sirlines

vere operaling over 400 more aircraft, iacluding 36 more 4eengine types,
in 1947 than in 1940, (See Table A.) .y early 194% enother &9 aircraft,
including 22 mdditionsl jeengine transports, were added, thus bringing the Ltat

latin American civil air fleet to spproximately 700 transport aircrait of-
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dlthough Ul~rmmafseiursd alrereft amounted io &2 percent of tie totsl

ownad by Latin Emeriecan scheduled sirlines/ in 1940, only 22 of these
transports vere as modern se the [We3, In 1949, six sundred airersft, or

33 pereent of tne totsl, were of Uc manufseturs e:c of these four hundred

and fifty were of iypes at leasi as large and as moderr us the iC~3, (Alre

eraft of 'K manufacture in use in 1949 amounted to ouly ? percent of the
Latin American transport total,! The incresse in i esquipment orverated
N

by American sirlizes, moreover, would have Leen even ;reater E@Amt been
for the severe dollar sherisge vhich has recently prevailed im zost Latin
Ameyican countries,

Aithm:gh latin Asmericsn eirlines aperated 13 percesnt of ihe world
total of acheduled airline squipment in 1949 (excluding the US'i), their

share of (=engine sircraft smounted “o slightly less than 7 percent of

the world tetsl of thls type,

A% & result of rapld postuar expansion, Sguth Aserican scheduled air~
lines were overating in 1947 about five times more miles e peiwesk than
in 1940. (See Table 2.) Iy 1949, this mileege had incremsed to over one
wiilion miles rer week or alucat seven times tiat scheduled im 1940, The
principsl incresses in scheduled weskly r;iieaga from 1947 to 1949 were
mede by airlines of irgentine (an fncrésse of about 140,000 miles--1400

mremt} » Jrazil {atout 440,000 niles-~over 700 rereent) ard Venozuela
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{avout 170,000 miles—mover 150C percest), which heve establishe. exteseive

intercontinentsal operations.

The mileage scheduled jem-week by ¥cdle American alrlines has alse
shown = marked increase, mmounting in 1949 to over © times that of 1940,

For example, gince 1940 the airlines of Haxlico and Cuba have increased their
scheduled epaéations rer weskk by over 220,000 miles {300 percent) sud over
70,000 adles (500 percent), res-ectively., ost of the iddle imerican axf-
pansion, howesver, occurred before 1947. There has even been & slizht overw
all decreese in total Middle imerlcan scheduled milesse aimce 1047, in spite
af eontimaé expangion by certain individual airlines,

The total scheduled milesge in early 1949 for all Latin ivericen aire
lines amounted to slizhtly lees than 70 percent of tic milesge flown bty
all UZ seheduled comestic an’ internstionazl carriers and sbout 11 percent
of the world total of schedule operations, exclusive of the Ti.l,

Despite pronounced postuar expansion of operations, Leiin American
airlines have besn limited by the zenersl lack of sublic funds throughout
the area, and by the severe dollsr shortages which have affected most
Latin American countriea., Uovermment plans for badly needed cdevelopment
and imrwgment of alrperis, radio alds to navigation, an! metsorologicel
ant communieations facilities have had to be reallistleally sdjusted o

nstional budgeta, *any sirlines, t':ere ore, have besn farced to develop

Approved For Release 2000/0&&IA-RDP67-00059A000500020003-1



' Approved For Release 2000/03%&%E“A-RDP67-00059A000500020003-1

sir installatlons at their own cxp-nse, As indicated above, zorewer, the
reasnt dollsr shortage hes slso limited to some extent the expansion of

airline operations by preventing the purchase of desired new aquirment from

the U3,

The growing capability of latin Awerlean carricors to nrovide services
throughout latin America and to Surope and the US as ereated an incresse
ingly competitive situation for foreisn sirlines operating to latin Arere
ics. In e‘dition, the rostusr inauguration of latin Americen operations
by six Juropean carriers hss rraduelly disaipeted the mononaly of foreigne
flag services enjoyed immedistely after the wer by the US in that arca.

In sprite of these developments, ths postwar lalin Americzn operatlons of

U3 seheduled airlines have sppanded considerabdly, vartly ag a result of

the sddition of new routes, twi rrincipally becsuse of the srestly lucreased
frequency and capaclty of services offered, “oreover, desrite the srowth

of Latin Amerie;njgi;g services, the weelly scheduled mileage of T =flgg
siriines operating in ilatin Qaeriaé 1n 1949 was still about $° vercect of
the domestic an’ interamationszl mileage of all Letin Americen~flag sche uled

airlines combined,
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CuRRENT AND PO T‘“”T,l,’.i‘r/

Iv. gnfm::s IH LATIN AMERICAN CIVIL AVIATION POLICY

The principal postwar trends in Latin Anericen policies regarding
domestic and international oivil aviation reflect the incremsed amp-
abilit{ss of Latin Americen air interests to provide adequate air trans-
port services, The devel pment of national-fle; aviation has resulted
in & growing Latin American independence of forelsn influence in avise
tion matters and a concurrent desire to protect national airlines from
mTevgive
uivime, foreign competition in international operations. 1In domestic op=

o The
sratiens, moreover, ell byt two of .4busd Latin Anerican eountries/ whiek
grented catotage privileges to forelpn airliws/ have withdrawn such

rights, thus reserving dowestis alr traffic to nabtional interests.

'4,—- P‘é&icy Townrd ¥avionele'lag Alrlines

% Ownership and Control by Yationals, In order to ensure
gmter national control over all phases of expaniing civil aviation
sotivities, man; Latin Amerlcan countries are modernizing and enforo-
ing existing legialation and promulgating new regulations designed to

_smsure majority stock cwmership and effective conbrol qr national-flay
airlines by oitizens of the same nationality. The trend toward ownere
a.kiy by netionals hae been ncc@lamtei by the customary postwar require-

Cin
ment of bilateral alr agreements {in accordsnce with Article 5§ of the
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International iir reement} that nationalefla; airlines op=

erating internetionally wust be substantially owned and effectively cone
trolled by interssts of the urzing'a nationality. There is now no
forelgn oapitdl participation other than US in Latin isericen-flag aire
1line oytrauicm}mﬁ there has been an sppreciable reduction in US parte
loipation since the end of World War II,

x{ Government Promotion of Continued Zxpanaion, Maeny Latin
American countries sre promoting the developnment of adequate sir services
50 el perts of thelr territorles and in this respect are eneoui't.s;ing
their domestic air carriers by semns of air madl contracts anc other
Torma of di:ma or indirect iuhsidy. Jodern adrports and ithai opera~
tiomal facilities in mamy insgances are being xi§v§iope:i at g;cumm#ﬁt
e:pmn; ’?rinﬁ flying is alse promoted through governuent suppbrtl of
eero clubs, These progrems sre already being linited, however, by s
growing shortage of public funds available for such purpé&u in sea#a
Lasin wim countries and by the imeressing cost of all phazes of
oivil aviation, is s result, thesc countries will probably be unable

over-afl

for scme time tb initiate <cwepedl developrent prograwss, snd constructe
lon or imprevement of facilities may be restricted to only the most es-
sential projescts, Nevertheless, the anmounced pisns of varicus Latln

Amsricsn airlines indicate that there will continue to be &8 ezpansion
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of toth donestie and international air routes and frequencies. Latin
dmerioan governments will eontinue to seek US advice and assistance in
%echniosl training of Lasin Azerieosn airline porsoonel until national
sapakilities have been further deweloped,

Y. Erotestion of Intersational Garriers. In asdition to tne
foregoing positive suppert of both domestic and international sirlines,
& number of Latin Axorican countries have Mdoptad policies designed to

i
th-

protest their sational-Llng emrriers sperating &m&wy from am-

'F'e»-siv(

%8 foreign competition, Attempts have bun made duaring negotistions
| for air transpert agrascenis with other nmtrigx %o neutralizs the come
petitive adwantage of hoavilyesubsidised foreizn sirlines by restricting
Shelr traffic privileges 1o Latin Anerica {zes bolow, "Policy Toward In-
ternational Arrsngesents and ForeigneFlag ASrlines™),

- Prssuresent of Foreigs Airorars. There are tattontions
that the Latin Awerican countries will seek inoressingly te purchess

now airoraft and technioal *quipaent frou the sterling srea in sn offort

0 overcome the handioap %o continued airlime *xpansion caused by the

" ——
SPUENVEpE. " The trend away from US oquipment will probably be inten
sified by the cospetitive prico advantages acoruing to British and urow

poin manufacturers from currency devaluation, Hore'ger, aircrart types
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which are particularly sdaptable to certain specislized services re-
quired by conditions in Latin inerica are now beiny produced in the UK
and elsewhere in Murcpe, 5%ill snother factor which may influence the
longerange market in Latin Arerlce in favor of British saireraft would
te the maqatsf‘ul introduction for commercisl operstions of turbo-prop

‘ Relaiiine
or turboejet sir transports which are being developed in the UF. ‘\k‘yhat

xndsreduced cost of servising will be a consideration in de-

.

eisions %o purchase such types. It is uniike}.y. however, that there
will be & sizsble warket in latin America for this advanced squipment

for some time to ocowe.

{é—- Pelisy Toward Internatiomal Armnmcﬁts

P i Vaty b At B L B

}/. sultilatersl 4ir Transport Agreements, Having penerally

similar aviation interests, the Latin Anericen coun.trlu represented

st multilateral alr transport conferences have voted rractioslly as &
bloe. Beceuse they lack the [inencial and technionl resources to reet
intensive competifion for & limited mmount of international =ir treffic,
these countries have opuosed multilateral agreesents on international
sir traffic rights which included Fifth Frcedoma;rivilegosjnnvi have ine
sisted on ;etaining: discretionsry posers in much matters, Tor exmuple,
this attitude on the part of latin American countries was martially
respenaible for the failure in 1947 of & s;nclsl International Civil

Avi Orcanizati 1CAQ) Comaission wvened for th rp g
ApprveiiEs Rilease 2000/08/23 - CIA-F P67-00059A000500020003-1
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/ negotiating such an agroement, There appears to be little likeli-
hood, moreover, that this attitude will undergo s change in the fore

sesadle futurs,

}4 Bilateral Alir Tmusggrt Agreszents, in contrast to their

opposition to sultileteral agreements of a liberal type, Latin Aserican

aountries have concluded fortyethree bilateral air agreezents which, for
. ! -

the mout part, conform to the bmslc principles of the Bermuds pact, The

substantisl post-war expmnsion of both Letin Anericen-flag international

operations and forelgneflag services %o latin America necessitated the

sonclusion of thirty-rive agreeaents invilving non-latin Aserican coun~

Dhsi ptif agantisnts
triu/prineipnn;g the US and UK)’. The ‘r—ﬁzr govern civil a&ir re~

lations within the Latin Awericsn area, '
“Iaspee
Iwo leading latin American civil air powers, i Aeissmbiem. and
On

;mn consistentl atmpbod to 9rot¢ct their international care
riers by pursuing policies designed to restrict foreign-Llag operations
in their territories, sither through limitetion of £light frequencies
or & predaternined division of traffic, iexico, whose international
airiines are at present in the early stages of development, Las successe
fully sainteined its restrictive policy with the result that only iwo
bilateral sir agreements have been concluded, Argentine, on the other

hand, with nuserous foreign routes and plans for further sxpansion, has

been forced in most ocases to acoede Lo ror- libersl principles demended
Approved For Release 2000/08/23 : CIA-RDP67-00059A000500020003-1
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% other countries in order to obtain the desired forsign landing rights

for its own internationsl airlﬁm.
In contrast to Argentinzand Mexico, Brazil, whose principal

intcmtia#&l carrier is well able to voapete with {oreizn airlines, hes
not purdued & restrictive air policy, tut has sigoed twelve bilateral sg-
reenents of a liberal type. ¥While Colombia and Vene:zuels, whose flag
.airlines operste less extensive international routes, have not yot ate
tmptq& any sajor reatriction of foreign nirlinéu,, thers are i.ndiﬁ.ti.am

Lreove Compaced Z&:{J

that they may wish to do so)mlmm({the ability of their airlines to compete
A4

succesafully on internaticnsl routes is threatenmed by strong foreign coo~

petition, The remaining Letin American countries ere not yet conduoting
significant internatvional air operations end tierofore have had little
rusén thug far to adopt proteciionist seasures Cor their nationaleflag
enterprises. Tie already demonstrated opposition of thess countries to
o multilateral exchange of Fifth Freedom ,rivileges, however, indicatss
the strong possibility that their relative fisancial end technicel weake
ness 1n etvil a.-;riatmu will cmuse them to attespt sors lisditation of

foreign competition when they are in e position to Mtiih their om
. N
D Gl o%hse homsef, thant cowidids oy

internatiocnrl services,
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w&m order to obtain meximum rizhts in other gountries for

their own =ir carriers.

The US and UK, the two principsl proponents 6f the Bermuda
principles, have besn particularly successful in promoting Bermude=type
sir agreemsnts in latin Americe, The T has concluded sleven such agrae-

L Ths anta
ments %hmaghautAM includin; all the larger countries Wh..
shumewen exospt Moxico, The UK, for its part, has negotiated six Bermude~

type agreemects in latin Averica, in addition to & restrictive agreament

signed with Argentina prior to the Berauds paoct,

" #. Internatigmal Orgamizations. The fifteen laiin Aserican
members of the Intamﬁiml Civil Avietion Orzanization ICAQ) particle
pate 1:} itf procasdin;s as actively as their finsncial and techniesl re-
sources will permit. Pour of these nemshars, however, were censurad durinmg
194% for failure to neet their financial oblications to the orpenization,
Finanoial Aifficulties have heen largely responsible “or failure of the
other five Latin American countries to Join the organization,

Eine international airlines of seven Latin Acerican sountries
are active members of the international carriers' srgsnization, the In

tergational Alr Transport Association.
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o
88 security interests wili-be pramoted by the oontinued development

sad sxpansion toward s stable and efficient Latin American sir traasport
systen, Such a system will mot enly make & substantial contribution o
Latin dmeriomn sconomic development, but will also be of considerable
vpikyqiml aigni{imcs to the !aata:ﬁ wyr potential by reason of its increased
and mqamaa sir transpors flset and airfield facilities, snd its trained
f}i.?ht and ground personnel. US intorests are also served by the continued

| eriemtation of Latin neriosn olvil avistion toward the US, which still
Sxsroises the predominant foreign influenmee in Latin Anerfcan aviation

matters,

On the other band, certain current. or potential aviation trends in
Latin dnerics, which run ccunter to US politicsl, economic end strategic
interests, reflect diminishing ¥S influence in Latin Americen sviavioen,
one &lnl@-mt which has already had sn unfavorable effect on US interests
i% the trend toward the limitation of foreign ownership of Latin American
airlines. This has caused A5 appreciable reduction in US espital participa-
%ion in Latin American sviation, largely in favor of native ugiift}.. Pan
dmerican Airways, for nxmpic, has relinquished mejority stock gontrol of
8% leaat three major aah:.i@iariea, although retaining a degree of effegtive
sontrol through the indebtedness t§ the parent company of these :ub:idizrin.,.
U8 eapital ie now represented in u.baut' twenty Latin mﬁm-tis‘ airlines,

- -1
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ut Lt 4s doubtful that US interests retain a majority interest in mere than
five of these, none of which is in South Ameries. As & conseguence of the

reduction in U8 holdings, effective US sontrol over lLatin Amerimn-f‘ls;vuib

cwnlailed. ) TP

21:;0 a@.rationa haz been consideradbly. m Morweeary US interests
v PATE) .
would, be adversely affected by substantial Latin American procurement of
 Mon-US transport airersft, Such s developmont would decrease the possible
batin American contribution to the Western Hemisphers airlift potentisl by
rémeving the present adwantages of standardization of squipment based on US-
manufactured types also ocurrently in use by US oivil and military tremsport

seryloes. TFurthermors, e reduction in the comsiderable market now enjoyed

in Latin Ameriea by US suppliers of tramsport aireraft would,affect to scme

L Aw P&l&\mr‘d&tﬁ ! N . G N >3 ?\L,«..a.;‘.",i?g -
i MLV g

axtent the m% ot the U8 aircraft indultryﬁ M
a Ma@twﬁ w&‘j) uS Tk, by umk{’:@-_i/‘
| %{gly aff‘ast& & marked trend Sl towsrd restriction

of cperating rights for foreign carriers. Tis would not only pro;rt’nivcly

Feduoe the US share of Latin i:aericlsn eirline traffiec, but slso give impotus
to 8 &‘e’ﬂgping trend toward Areltrietiom in certain other areas of the world,

possibly resulting in foreign neasures affecting the ability of US carriers

to operate successfully over world routes,.
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